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INDEPENDENT AUDITORS' REPORT

Board of Commissioners
Hospital Service District No. 1 of Ouachita Parish
West Monroe, Louisiana

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, business-
type activities and each major fund of Hospital Service District No. 1 of Ouachita Parish (the
District), a component unit of the Ouachita Parish Police Jury, as of and for the year ended
December 31, 2012, and the related notes to the financial statements, which collectively
comprise the District’s basic financial statements as listed in the Table of Contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
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Hospital Service District No. 1 of Ouachita Parish
West Monroe, Louisiana

for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions.

Basis for Adverse Opinion on Aggregately Discretely Presented Component Unit

As discussed in Note 1B, the financial statements referred to above do not include the Living
Well Foundation which 1s a legally separate component unit of the District. Accounting
principles generally accepted in the United States of America require the financial data for the
District’s legally separate component units to be reported with the financial data of the District’s
primary government unless the District also issues financial statements for the financial reporting
entity that include the financial data for its component unit. The District has not issued such
reporting entity financial statements. Because of this departure from accounting principles
generally accepted in the United States of America, the assets, liabilities, net position, revenues,
and expenses of the aggregate discretely presented component unit would have been presented as
$48,444,482, $235,232, $48,209,250, $406,940 and $895,628, respectively.

Adverse Opinion on Aggregate Discretely Presented Component Unit

In our opinion, because of the significance of the matter discussed in the “Basis for Adverse
Opmion on Aggregate Discretely Presented Component Unit” paragraph, the financial
statements referred to above do not present fairly, the financial position of the aggregate
discretely presented component unit of the District, as of December 31, 2012, or the changes in
financial position thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Unmodified Opinions

In our opinion, the financial statements referred to in the 1* paragraph above present fairly, in all
material respects, the respective financial position of the governmental activities, the business-
type activities and each major fund of the District (as described in Note 1B) as of December 31,
2012, and the respective changes in financial position and, where applicable, cash flows thereof
for the year then ended in accordance with accounting principles generally accepted in the
United States of America.



Hospital Service District of Ouachita Parish
West Monroe, Louisiana

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information on pages 4
through 9 and 34 through 35 be presented to supplement the basic financial statements. Such
Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express
an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June
14, 2013, on our consideration of the District’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or on compliance. This report
is an integral part of an audit performed in accordance with Government Auditing Standards and
should be considered in assessing the results of our audit.

Hofp Hopiress Kopdoti, § Spranc

(A Professional Accounting Corporation)
June 14, 2013
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HOSPITAL SERVICE DISTRICT NO. 1
OF OUACHITA PARISH
(A Component Unit of the Ouachita Parish Police Jury)

Management's Discussion and Analysis
For The Year Ended December 31, 2012

Our discusston and analysis of the Hospital Service District No. 1 of Ouachita Parish (the District),
a component unit of the Ouachita Parish Police Jury, provides an overview of the District’s
activities for the year ended December 31, 2012 Please read 1t in conjunctton with the District’s
financial statements that begin on page 11

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the Distnict’s basic financial
statements. The District’s basic financial statements comprise three components 1) government-
wide financial statements (GWFS), 2) fund financial statements (FFS), and 3) notes to the financial
statements This report also contains other supplementary information in addition to the basic
financial statements. This report does not contain the financial activity of the Living Well
Foundation, a component unit of Hospital Service District No 1 of Ouachita Parish, which can be
obtained from Deion Hemphill, Finance Commttee Chair, at 318-323-7991 or from its webstte at
LivingWellFoundation.net

Government-wide Financial Statements. The government-wide financial statements of the
District report information about the District using accounting methods similar to those used by
private sector companies. These statements offer short- and long-term financial information about
its activities

The Statement of Net Position (Statement A) presents information on all of the District’s assets and
habilities, with the difference between the two reported as net position. Over time, increases and
decreases in net position may serve as a useful indicator of whether the financial position of the
Dasstrict 1s improving or detenorating

The Statement of Activities (Statement B) presents the current year’s revenues and expenses and
other information showing how the District’s net position changed during the year The change 1n
net position 1s reported as soon as the underlying event giving nise to the change occurs, regardless
of the timing of related cash flows Thus, revenues and expenses are reported 1n this statement for
some 1tems that will only result in cash flows 1n future fiscal periods

Fund Financial Statements. A fund 1s a grouping of related accounts that 1s used to mamtain
control over resources that have been segregated for spectfic activities or objectives The District,
like other state and local governments, uses fund accounting to ensure and demonstrate compliance
with finance-related laws and regulations The District has one governmental fund, the General
Fund, and one propnetary fund, the Wellness Center, which s an enterpnse fund


http://LivingWellFoundation.net

HOSPITAL SERVICE DISTRICT NO. 1
OF OUACHITA PARISH
(A Component Unit of the Quachita Parish Police Jury)

Management's Discussion and Analysis
For The Year Ended December 31, 2012

Governmental Fund

The governmental fund (Statements C, D, E and F) 1s used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements.
However, unlike the government-wide financial statements, governmental fund financial statements
focus on near-term inflows and outflows of spendable resources, as well as on balances of
spendable resources available at the end of the fiscal year. Such information may be useful m
evaluating a government’s near-term financing requirements

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, 1t 15 useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the govemment’s near-term
financing decisions. The governmental fund balance sheet provides a reconcihation to facilitate
this comparison between governmental funds and governmental activities

Proprietary Fund

The propnetary fund (Statements G, H and I} encompasses one enterprise fund (which accounts for
the financial activities of the Wellness Center) on the fund financial statements. Enterpnise funds
are used to report the same functions presented as business-type activities in the government-wide
financial statements

Notes to the Financial Statements. The notes provide additional information that is essential to a
full understanding of the data provided i the government-wide and fund financial statements

Other Information. In addition to the basic financial statements and accompanying notes, this
report also presents certain required supplemental information concemning the District’s progress in
funding 1ts obligation to promote the general health of the commumty Required supplemental
information can be found beginmng on page 34

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position. In the case of the District, assets exceeded habilities by approximately $13,330,000. The
Dustrict’s assets are mostly (76%) composed of cash and investments while another 23% 1s
composed of capital assets. Its main habilities are composed of accounts payable associated with
its ongoing operations of the District, construction 1n progress at the Wellness Center and a mult-
year hability associated with a cooperative endeavor agreement with the Ouachita Parish School
Board



HOSPITAL SERVICE DISTRICT NO. 1
OF OUACHITA PARISH
(A Component Unit of the Ouachita Parish Police Jury)

Management's Discussion and Analysis
For The Year Ended December 31, 2012

A summary of the District’s net position 1s as follows:

Summary of Net Position
2012 2011
Current and other assets 10,544 307 11,082,134
Capital assets 3,220,785 2,600,174
Total assets 13,765,092 13,682,308
Current hiabilities 384,962 303,050
Long-term habilities 50,000 -
Total habilities 434,962 303,050
Invested in capital assets 3,220,785 2,600,174
Unrestricted 10,109,345 10,779,084
Total net position $ 13,330,130 $ 13,379,258

Governmental and Business-Type Activities

The Distnict’s net position decreased by $49,128 duning the current fiscal year Before transfers
between governmental activities and business-type activities, governmental activities experienced a
$40,204 decrease and business-type activities experienced a 38,924 decrease Governmental
activities transferred $686,990 to business-type activities for construction at the Wellness Center.

A summary of the 2012 governmental and business-type activiies as compared to its 2011
activities 1s as follows



HOSPITAL SERVICE DISTRICT NO. 1
OF OUACHITA PARISH
(A Component Unit of the Ouachita Parish Police Jury)

Management's Discussion and Analysis
For The Year Ended December 31, 2012

Summary of Governmental and Business-Type Activities

2012 2011
Revenues
Program revenues $ 1,077,480 § 978,423
General revenues
Interest income 74,858 160,022
Sale of merchandise (net) 9,110 6,413
Other income 17 465
Gain (loss) on sale of assets (18,884) (9,297)
Total revenues 1,142,581 1,136,026
Expenses
General government (115,062) (148,786)
Health and welfare (1,076,647) (1,095,024)
Total expenses (1,191,709) (1,243,810)
Special items
Transfer from Glenwood Resolution - 392,885
Transfer to Foundation - (2,000,000)
Total special items - (1,607,115)
Increase (decrease) in net position (49,128) (1,714,899)
Net position at beginning of year 13,379,258 15,094,157
Net position at end of year $ 13,330,130 § 13,379,258

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

As noted earlier, the District uses fund accounting to ensure and demonstrate complhiance with
finance-related legal requirements The financial statements of the District present its General
Fund and 1ts Enterpnse Fund The changes discussed in the section below provide explanations of
the funds’ activities during the year.

Governmental Fund

The focus of the governmental fund 1s to provide information on near-term inflows, outflows, and
balances of spendable resources In particular, unassigned fund balance may serve as a useful
measure of the District’s net resources available for spending at the end of the fiscal year This
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HOSPITAL SERVICE DISTRICT NO. 1
OF OUACHITA PARISH
(A Component Unit of the Ouachita Parish Police Jury)

Management's Discussion and Analysis
For The Year Ended December 31, 2012

being said, the District 1s unique amongst most entities 1n that its fund balance 1n its govemmental
fund essentally equals its net position 1n 1its governmental activities which renders further
discussion redundant. The only variances are that the govemmental fund does not include $57,000
1n real estate that is included 1n governmental activities and the remaiming $50,000 (of $500,000)
multi-year cooperative endeavor agreement that appears on the Statement of Net position as a
hability. However, more detail 1s given in the governmental fund statements which can be of
benefit to the users of these financial statements.

Proprietary Fund
Similar to the discussion n the previous paragraph, the Distnict’s propnetary fund provides the
same type of mformation found in the government-wide financial statements, but 1n more detasl.

GENERAL BUDGETARY ANALYSIS

General Fund

The Distnict employs formal budgetary integration as a management control device during the year.
Budgeted amounts included in the Schedule of Revenues, Expenditures, and Changes in Fund
Balances — Budget and Actual include the oniginal adopted budget amounts and the final amended
budget amounts.

In accordance with Louisiana Revised Statutes Title 39, Chapter 9, Louisiana Local Government
Budget Act (LSA- R.S 39:1301 et seq), the Distnict must adopt a budget for the General Fund prnior
to December 31. The original budget for the District was adopted 1n November of 2011, and the
final budget amendment was adopted 1n the latter part of 2012

Revenues: Revenues for the General Fund were projected to remain the same during 2012 as the
previous year

Expenditures: General governmental expenditures were originally projected to decrease by
$50,000 over 2011 expenditures excluding the $2,000,000 disbursement to the Living Well
Foundation mn 2011. Transfers from the General Fund to the Enterprise Fund were budgeted to
remain the same as 2011’s transfers.

CAPITAL ASSETS

At December 31, 2012, the Distnict’s capital assets were substantially composed of those within
the Wellness Center which was built in 1991. As shown in the notes to the financial statements,
depreciable assets consisting of the building and equipment have a carrying value of $1,473,687
(84,060,217 1n cost less $2,586,530 in accumulated depreciation), and nondepreciable assets
(land and construction 1n progress) with a carrying value of $1,690,094. Another $57,000 in
land 1s reflected in governmental activities. Construction 1 progress 1s compnsed of an

8



HOSPITAL SERVICE DISTRICT NO. 1
OF OUACHITA PARISH
(A Component Unit of the Quachita Parish Police Jury)

Management's Discussion and Analysis
For The Year Ended December 31, 2012

expansion of the Wellness Center expected to be completed 1n 2013 At December 31, 2012, the
District’s outstanding obligation on this project was approximately $1 6 milhon.

ECONOMIC FACTORS AND FUTURE OUTLOOK

In the short-term, the Distnict will continue to use the earnings from its holdings to support the
Weliness Center so that 1t wall continue to provide 1ts members with a quahty facility for improving
and maintamning a healthy hifestyle. Additionally, the District will continue to look for ways to
make the Wellness Center self-sufficient with respect to its financial operations.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report 1s designed to provide our citizens, customers, and creditors with a general
overview of the District’s finances and to show its accountability for the money 1t expends If you
have questions about this report or need additional financial information, contact Mr. Mike
Mulhearn, Treasurer of the District, at 3215 Cypress Street, West Monroe, Louisiana 71291 or call
him at 318-329-9100,



BASIC FINANCIAL STATEMENTS
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Statement A

HOSPITAL SERVICE DISTRICT NO. 1 OF OUACHITA PARISH

Statement of Net Position

December 31, 2012
Primary Government
Govemnmental Business-type
Activities Activities Total

Assets

Cash 935,902 $ 184,644 1,120,546

Investments 9,362,459 - 9,362,459

Recetvables (net) 39,091 5,023 44,114

Internal balances (1,313) 1,313 -

Prepaid expenses 2,667 12,818 15,485

Other assets - 1,703 1,703

Caputal assets, net 57,000 3,163,785 3,220,785
Total assets 10,395,806 3,369,286 13,765,092
Liabihities

Accounts payable and accrued expenses 243,388 62,503 305,891

Cooperative endeavor payable

Current portion - - -
Long-term portion 50,000 - 50,000

Deferred revenues - 65,920 65,920

Payroll and taxes payable - 13,151 13,151
Total habilities 293,388 141,574 434,962
Net position

Invested 1n capital assets 57,000 3,163,785 3,220,785

Unrestncted 10,045,418 63,927 10,109,345
Total net position 10,102,418 $ 3,227,712 $ 13,330,130

The accompanying notes are an integral part of this statement.
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Statement B
HOSPITAL SERVICE DISTRICT NO. 1 OF OUACHITA PARISH

Statement of Activities

For the Year Ended December 31, 2012

Program
Revenues Net (Expense) Revenue and Changes n Net Position
Pramary Govermment
Charges for Governmental ~ Business-Type
Expenses Services Activities Activities Total
Functions/Programs
Pnmary government
Govermnmental activities
General government 3 115,062 § - 3 (115,062) $ - 3 (115,062)
Totzal governmentai actsvities 115,062 - (115,062) - (115,062)
Business-type activities
Health and welfare 1,076,647 1,077,480 - 833 833
Total business-type activities 1,076,647 1,077,480 - 833 833
Total pnmary govemment $ 1,191,709 § 1,077,480 (115,062) 833 (114,229)
General revenues
Use of money and property (including unrealized gains and losses) 74,858 - 74,858
Sale of merchandise (net) - 9,110 9,110
Other income - 17 17
Transfers (686,990) 686,990 -
Gain (loss) on sale of assets - (18,884) (18,884)
Total general revenues (612,132) 677,233 65,101
Total general revenues and special 1tems (612,132) 677,233 65,101
Change n net position (727,194) 678,066 (49,128)
Net position at beginning of year 10,829,612 2,549,646 13,379,258
Net position at end of year $ 10,102,418 $ 3,227,112 § 13,330,130

The accompanyng notes are an integral part of this statement
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Statement C

HOSPITAL SERVICE DISTRICT NO. 1 OF OUACHITA PARISH

Governmental Fund - General Fund

Balance Sheet

December 31, 2012

Assets
Cash
Investments
Recervables
Prepaid expenses
Total assets

Liabilities and fund balance
Liabilities
Accounts payable
Due to other funds
Total liabilities

Fund balance
Nonspendable - prepaid expenses
Unassigned
Total fund balance

Tota] hhabilities and fund balance

The accompanying notes are an integral part of this statement
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935,902
9,362,459
39,091
2,667

10,340,119

243,388
1,313

244,701

2,667
10,092,751

10,095,418

10,340,119




Statement D

HOSPITAL SERVICE DISTRICT NO. 1 OF OUACHITA PARISH

Reconciliation of the Governmental Fund's
Balance Sheet to the Statement of Net Position

December 31, 2012

Fund balance - total governmental fund

The cost of capital assets (land) 1s reported as an expend:ture 1n the
Governmental Fund. The Statement of Net Position includes the land
as an asset among the assets of the Distnct.

Capital asset
Land

Long-term hiabilities applicable to the District's governmental activities are
not due and payable in the current penod and accordingly are not reported
in the Governmental Fund.

Long-term liability

Cooperative Endeavor Agreement-Ouachita Parish School Board

Net position of governmental activities

14

$

$

10,095,418

57,000

(50,000)

10,102,418




Statement E

HOSPITAL SERVICE DISTRICT NO. 1 OF OUACHITA PARISH

Governmental Fund - General Fund

Statement of Revenues, Expenditures, and Changes in Fund Balance

Revenues

For the Year Ended December 31, 2012

Use of money and property (including unreahized gains and losses)

Total revenues

Expenditures

General government

Advertising and promotion

Bank fees

Computer expenses
Cooperative endeavor

Insurance

Office expenses
Other expenses

Professional fees-accounting and auditing
Professional fees-legal
Professiona] fees-other

Salanes and benefits

Travel

Total general government

Excess (deficiency) of revenues over expenditures

Other financing sources / (uses)
Transfers to enterpnse fund
Total other financing sources / (uses)

Excess (deficiency) of revenues and other sources
over expenditures and other uses

Fund balance at beginning of year

Fund balance at end of year

The accompanying notes are an integral part of this statement
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$

$

74,858
74,858

1,579
20,755
212
150,000
16,704
2,083
2,630
9,870
43,402
1,986
15,755
86
265,062

(190,204)

(686,990)
(686,990)

(877,194)
10,972,612

10,095,418



Statement F

HOSPITAL SERVICE DISTRICT NO. 1 OF QUACHITA PARISH

Reconcihiation of the Governmental Fund's
Statement of Revenues, Expenditures, and Changes in
Fund Balance to the Statement of Activities

For the Year Ended December 31, 2012

Net change 1n fund balance - governmental fund $ (877,194)
Amounts reported for governmental activities that are not financial
resources and, therefore, are not reported 1n the Governmental Fund

Portion of multi-year cooperative endeavor paid within
the current period. 150,000

Change in net position of governmental activities $ (727,194)
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Statement G
HOSPITAL SERVICE DISTRICT NO. 1 OF OUACHITA PARISH

Proprietary Fund
Statement of Net Position
December 31, 2012
Business-type
Activiies
Enterpnise Fund
Wellness
Center
Assets
Current assets
Cash % 184,644
Accounts receivable 5,023
Due from General Fund 1,313
Prepaid expenses 12,818
Other assets 1,703
Total current assets 205,501
Capital assets
Buldings end improvements 2,971,173
Land improvements 633,792
Fitness equipment 350,282
Office equipment 104,970
Total capital assets 4,060,217
Accumulated depreciation (2,586,530)
Net depreciable capital assets 1,473,687
Land 980,254
Construction i progress 709,844
Net capital assets 3,163,785
Total assets 3,369,286
Liabilities
Current habilities
Accounts payable 62,503
Uneamed 1income 65,920
Payroll and taxes payable 13,151
Total habilities 141,574
Net Positzon
Invested n capital assets 3,163,785
Unrestricted 63,927
Total net position $ 3,221,712

The accompanying notes are an integral part of this statement
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Statement H

HOSPITAL SERVICE DISTRICT NO. 1 OF OUACHITA PARISH

Statement of Revenues, Expenses and Changes 1n Net Position

Operating revenues
Charges for services
Merchandise sales
Merchandise purchases
Other income
Total operating revenues

Operating expenses
Administrative expenses
Advertising and promotion
Bad debt expense
Bank fees
Coffee service
Computer
Depreciation
Dues and subscniptions
Equipment
Grounds maintenance
Housekeeping
Insurance expense
Licenses
Office expenses
Other expenses
Postage and freight
Professional fees-accounting
Salanes and benefits
Secunty
Telephone
Telewviston
Travel and mileage
Utilities

Total operating expenses

Operating income (loss)

Other financing sources / (uses)
Gatn (loss) on sale of assets
Transfers from General Fund

Proprietary Fund

For the Year Ended December 31, 2012

b3 25,616
(16,506)

Total other finances sources (uses)

Net income (loss)
Net position begimming of year
Net posinon end of year

The accompanying notes are an integral part of this statement
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Business-type
Activities
Enterprise Fund

Wellness
Center

$ 1,077,480

9,110
17

1,086,607

1,688
17,303
4377
11,422
3,147
9,378
192,986
15,241
2,250
12,125
50,254
41,358
2,071
12,291
10,851
987
28,370
544,593
877
7,561
976
5,566
60,975

1,076,647

9,960

(18,884)
686,990

668,106

678,066
2,549,646

$ 3227,712




Statement I
HOSPITAL SERVICE DISTRICT NO. 1 OF OUACHITA PARISH

Propnetary Fund
Statement of Cash Flows

For the Year Ended December 31, 2012
Business-type activiies

Enterprise Fund
Wellness Center

Cash flows from operating activities

Receipts from memberships $ 1,071,737
Net receipts from sale of merchandise 10,813
Payments to employees (542,125)
Payments to suppliers for goods and services (297,651)
Net cash provided (used) by operating activities 242,774
Cash flows from capital and related financing activities
Purchase of capital assets {833,402)
Transfer from general fund 686,990
Net cash provided (used) by financing activities {146,412)
Net increase (decrease) in cash 96,362
Cash at beginning of year 88,282
Cash at end of year $ 184,644

Reconciliation of operating Joss to net cash used by operating activities
Operating income (loss) $ 9,960
Adjustments to reconcile operating loss to net cash provided
by operating activities

Depreciation 192,986
Change n assets and liabilities

Recervables 1,519
Prepaid expenses (2,076)
Accounts payable 40,924

Due from other funds 29

Accrued payroll expenses 2,497
Uneamed income (3,065)

Net cash provided (used) by operating activities $ 242,774

Cash shown on statement of net position 5 184,644

Supplemental disclosures
Non-cash operating activilies

Membership income [ 4,197
Advertising 5 (4,197)
Bad debt expense $ 4,377

The accompanying notes are an mtegral part of this statement
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HOSPITAL SERVICE DISTRICT NO. 1
OF OUACHITA PARISH

Notes to the Financial Statements
For the Year Ended December 31, 2012

Overview

Hospital Service District No 1 of Ouachita Parish, Louisiana, (the District) (a component umt of
the Ouachita Pansh Police Jury) 1s a body corporate and polttical subdivision of the State of
Lowsiana which was formed on July 18, 1951, by Ordinance No 7006 of the Quachita Panish
Police Jury (the Police Jury), as provided by Revised Statutes 46 1051-1067 The boundaries of
the District compnise all of the territory within Ward No. 5 of Ouachita Parish as it stood in 1951
The District 1s govemned by a Board of Commussioners consisting of five members who are
appomted by the Ouachita Pansh Police Jury

On January 31, 2007, the District sold a hospital and associated real estate 1t owned to a national
hospital chain Substantially all of the net proceeds were transferred to a new nonprofit
foundation, Ward Five Healthcare Foundation, which legally changed its name 1n 2010 to the
Living Well Foundation (the Foundation). Not included 1n the sale was a wellness center and
real estate located nearby. Since the sale, the Distnct has owned and operated the Wellness
Center, has overseen the operation of the Foundation, and has overseen the winding-up process
of the nonprofit corporation, Glenwood Resolution Authonty, Inc (GRA) which formerly
operated the hospital and wellness center

Note 1 - Summary of Significant Accounting Policies
A. Basis of Presentation

The accompanying financial statements of the District have been prepared in
conformity with accounting principles generally accepted in the United States of
Amenica (GAAP) as applied to governmental umts The District has the option to
apply all Financral Accounting Standards Board (FASB) pronouncements 1ssued
after November 30, 1989, unless the FASB standards conflict with Governmental
Accounting Standards Board (GASB) standards. The District has elected not to
apply FASB pronouncements 1ssued after the applicable date

B. Financial Reporting Entity

The Governmental Accounting Standards Board (GASB) 1s the accepted standard
setting authonty for generally accepted accounting principles as applied to
governmental entites. GASB Statement Number 14 The Financial Reporting
Entity establishes cnitena for determimng which component umits of governments
should be considered part of a pnmary government (the Distnct) for financial
reporting purposes.

20



HOSPITAL SERVICE DISTRICT NO. 1
OF OUACHITA PARISH

Notes to the Financial Statements
For the Year Ended December 31, 2012

The basic cntenon for determining a component umt 1s accountability As the
Police Jury appomnts all of the commussioners of the District, the District 18
constdered a component unit of the Police Jury, the reporting entity of the pansh
Considered 1n the determination of component units of the District is the Living
Well Foundation (the Foundation) The Foundation was created on August 17,
2006. The Distnct 1s the sole member of the Foundation and therefore the
Foundation is a2 component unit of the Distnct. For the reporting entity of the
District’s financial statements to be complete, the Foundation would have to be
included in with the District However the Foundation is not included in the
accompanying financial statements. The District’s financial statements are not
intended to and do not report on the reporting entity of the Dastrict but rather are
intended to reflect only the financial statements of the pnmary government of
Hospital Service District No 1 of Ouachita Parish. The Foundation issues
separate financial statements from the Distnict which can be obtamned from Deion
Hemphill, Financial Committee Chair, at 318-322-5156

The accompanying basic financial statements present mnformation only on the two
funds maintained by the District and do not present information on the Police

Jury.
. Fund Accounting

The financial transactions of the District are orgamized and operated on the basis
of funds. The operations of each fund are accounted for with a set of self-
balancing accounts that includes 1ts assets, liabilities, fund equity, revenues and
expenditures/expenses Fund accounting segregates funds accordng to their
mtended purpose and 1s used to aid management in demonstrating comphance
with finance-related legal and contractual provisions The mimmum number of
funds is maintained consistent with legal and managenal requirements

The District uses the following fund types (governmental and proprietary) and
funds (General Fund and Enterpnise Fund)

Governmental Fund

Governmental funds account for general governmental activities including the
collection and disbursement of specific or legally restncted momes, the
acquisition or construction of capital assets, and the servicing of general long-
term debt Governmental funds are divided into major and nonmajor funds.
Major funds are funds that meet certain dollar tests of their assets, Liabilities,
revenues, and expenditures/expenses Major funds are larger, more sigmficant
fands Nonmajor funds are the Governmental Funds that do not meet the dollar
tests for major funds The District has one governmental fund and 1t 1s as follows.
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Notes to the Financial Statements
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General Fund — The General Fund is the general operating fund of the District. It
accounts for all of financial resources except those required to be accounted for n
another fund and 1s always a major fund

Proprietary Fund

Proprietary funds are used to account for activities similar to those found in the
private sector, where the determination of net income 1s necessary or useful to
sound financial administration Proprietary funds differ from governmental funds
in that therr focus 1s on income measurement, which together with the
maintenance of fund equity, 1s an important financial indicator.

Enterprise Fund — The Enterpnse Fund accounts for the operations (a) that are
financed and operated similarly to private business enterprises, where the intent of
the governing body 1s that the costs (expenses, including depreciation) of
providing goods or services to the general public on a continuing basis be
financed or recovered primanly though user charges; or (b) where the governing
body had decided that penodic determination of revenues earned, expenses
mcurred, and/or net income 1s appropnate for capital maintenance, public policy,
management control, accountability, or other purposes. Enterprise funds are
presented 1n the business-type activities column in the government-wide financial
statements and the major funds sechion of the fund financial statements The
Wellness Center 1s the District’s only enterprise fund and 1t 15 a major fund.

. Basis of Accounting / Measurement Focus
Government-Wide Financial Statements (GWFES)

The Statement of Net Position and the Statement of Activities display information
about the reporting government of the District as a whole. These statements were
prepared using the economic resources measurement focus and the accrual basis
of accounting Revenues, expenses, gains, losses, assets and liabilities resulting
from exchange and exchange-like transactions are recogmzed when the exchange
takes place. Non-exchange transactions are recognized when the District has an
enforceable legal claim to the revenues, expenses, gamns, losses, assets and
habilities.

Program Revenues

Program revenues included in the Statement of Activities denive directly from the
program 1tself or from parties outside the Distnict’s citizenry, as a whole; program
revenues reduce the cost of the function to be financed from the District’s general
Tevenues.
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General Revenues

General revenues included 1n the Statement of Activities are denved from other
sources not considered program revenues  General revenues finance the
remaining balance of functions not covered by program revenues

Fund Financial Statements (FFS)

The accounting and financial reporting treatment applied to a fund 1s determined
by 1ts measurement focus Governmental fund types use the flow of current
financial resources measurement focus and the modified accrual basis of
accounting. Under the modified accrual basis of accounting, revenues are
recogmzed when susceptible to accrual (1.e, when they are “measurable and
available”). “Measurable” means the amount of the transactions can be
determined and “available” means collectible within the current period or soon
enough thereafter to pay liabilities of the current peiod The District considers all
revenues available 1f they are collected within 60 days after year-end.
Expenditures are recorded when the related fund liability is incurred.

With this measurement focus, only current assets and current liabilities are
generally included on the balance sheet. Operating statements of these funds
present increases and decreases 1n net current assets The governmental funds use
the following practices 1n recording revenues and expenditures:

Revenues

Interest income on time deposits 1s recorded when the time deposits have matured
and the interest 15 available. Interest income on interest bearing demand deposits
is recorded at the end of each month when credited by the bank. Interest income
on 1vestments is recorded periodically as the instruments mature.

Substantially all other revenues are recorded when they become available to the
District.

Expenditures
Expenditures are generally recognized under the modified accrual basis of
accounting when the related fund liabtlity 1s incurred.

Other Financing Sources (Uses)

Transfers between funds not expected to be repaid and sale of assets are
accounted for as other financing sources (uses) These other financing sources
(uses) are recognized at the time the underlying event occurs.
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E. Budgetary Practices

A proposed budget for the ensuing year, prepared on the modified accrual basis of
accounting, 1s prepared annually by the Board of Commussioners This budget 1s
based on past expenditures and modified for planned activities in the upcoming
year.

Notice of the location and availability of the proposed budget for pubhc
inspection and the date of the public hearing to be conducted on the budget are
then advertised 1n the official journal of the Distnict. Prior to or as a part of the
selected December meeting, the District conducts a public heanng on the
proposed budget in order to receive comments from the citizenry.

Changes are made to the proposed budget based on the public hearing and the
desires of the District as a whole. The budget 1s then adopted duning the District's
selected December meeting, and a notice certifying completion of the required
budgetary actions 1s published in the official journal of the parish

Dunng the year, the commissioners receive monthly budget comparison
statements that are used as a tool to control District operations.

F. Cash

Cash includes amounts in demand deposits, interest-beaning demand deposits, and
certificates of deposits. Under state law, the District may deposit funds in demand
deposits, 1nterest-bearing demand deposits, money market accounts, or time
deposits with state banks orgamized under the laws of the Umited States.

For financial statement purposes, the District considers cash in its checking
account to be the only cash item.

G. Investments

Under state law, the District may invest in United States Treasury obligations,
United States Government instrumentalities, and other allowable short-term
obligations, including repurchase agreements and certificates of deposit. In
accordance with the provisions of GASB Statement 31, investments are carned at
fair market value or amortized cost
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H. Prepaid Expenses

Certain payments to vendors reflect costs applicable to future accounting periods
and are recorded as prepaid items

I. Capital Assets

Capital Assets, which include land, buildings and improvements, furmture, and
fixtures and equipment, are reported in the governmental or business-type
activities columns in the governmental-wide financial statements.

The District considers assets with an 1nitial individual cost of $500 or more and an
estimated life of 1 year or more as a capital asset Capital assets are recorded at
historical cost and depreciated over their estimated useful lives Donated capital
assets are recorded at their estimated fair value at the date of donation.

Estimated useful life is management’s estimate of how long the asset is expected
to meet service demands. Caprtal assets have not been assigned a salvage value
because management feels that the salvage value is inmatenal. Straight-line
depreciation is used based on the following useful lives:

Number of Years Asset
3to5 Computer equipment
5 Furniture and fixtures
5tols Fitness equipment
40 Buildings

J. Cooperative Endeavor Agreements

The District may enter into cooperative endeavors to enhance the quality of life of
all residents within certain northeastern Lowsiana parishes When such endeavors
are approved by the Board, they are recorded as a payable at that time and are
disbursed according to the terms of the agreements at a certain point in the future

K. Compensated Absences
All full-time employees earn vacation at rates varying from 5 to 15 days each year

depending upon length of service with the District Employees can not carry
forward accrued annual leave from year to year
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All full-time employees eam sick leave after one year of service and can use up to
10 days of sick leave per year Employees can not carry forward sick leave from
year to year.

. Equity Classifications

In the government-wide statements, equity is classified as net position and
displayed 1n three components:

a. Invested in capital assets, net of related debt - Consists of capital assets
mcluding restnicted capital assets, net of accumulated depreciation and
reduced by the outstanding balances of any bonds, mortgages, notes, or
other borrowing that are attributable to the acquisition, construction, or
improvement of those assets

b. Restricted net position - Consists of net position with constraints placed
on the use either by (1) external groups, such as creditors, grantors,
contributors, or laws or regulations of other governments; or (2) law
through constitutional provisions or enabhing legislation.

¢. Unrestricted net position - All other net position that do not meet the
definition of "restricted" or "invested in capital assets, net of related
debt "

In the fund financial statements, governmental fund equity 1s classified as fund
balance The District adopted GASB Statement 54 for the year ended June 30,
2011. As such, fund balances of the governmental funds are classified as follows*

Nonspendable - represents amounts that are not expected to be converted to
cash because they are either not in spendable form or legally or contractually
required to be maintained intact.

Restricted - represents balances where constramnts have been established by
parties outside the Distnict's office or imposed by law through constitutional
provisions or enabling legislation.

Commutted - represents balances that can only be used for specific purposes
pursuant to constraints imposed by formal action of the Distnict's highest level
of decision-making authority. .

Assigned - represents balances that are constrained by the government's intent
to be used for specific purposes, but are not restricted nor commutted
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Unassigned - represents balances that have not been assigned to other funds
and that have not been restricted, commtted, or assigned to specific purposes
within the general fund.

When expenditures are mcurred for the purposes for which both restricted and
unrestricted amounts are available, the District reduces restnicted amounts first,
followed by unrestricted amounts. When expenditures are incurred for purposes for
which committed, assigned and unassigned amounts are available, the District
reduces committed amounts first, followed by assigned amounts and then
unassigned amounts

. Bad Debts

The District uses the direct write-off method for recognizing bad debts. Under this
method, the receivable 1s charged to bad debt expense when the account 1s
deemed to be uncollectible.

. Interfund Transactions

Interfund activity 1s reported as loans, reimbursements, or transfers Loans are
reported as interfund receivables and payables as appropriate and are subject to
elimination upon consolidation. Reimbursements are when one fund incurs a
cost, charges the appropnate benefiting fund and reduces its related costs as a
rembursement.  All other interfund transactions are treated as transfers
Transfers between governmental or propnetary funds are netted as part of the
reconciliation to the Government-wide Financial Statements

. Use of Estimates

The preparation of financial statements in accordance with generally accepted
accounting pninciples requires management to make estimates and assumptions
that affect the reported amounts of assets and habilities, the disclosure of
contingent assets and labilities at the date of the financial statements, and the
reported amount of revenues and expenditures or expenses during the reporting
period. Actual results could differ from those estimates

27



Note 2 -

Note 3 ~

HOSPITAL SERVICE DISTRICT NO. 1
OF OUACHITA PARISH

Notes to the Financial Statements
For the Year Ended December 31, 2012

Cash

Custodial credit risk — deposits. The custodial credit risk is the nisk that in the event
of a bank failure, the Distnct’s deposits may not be returned to it. The Distnict’s
policy to ensure there 1s no exposure to this nisk 1s to require each financial
nstitution to pledge 1ts own securities to cover any amount in excess of Federal
Depository Insurance Coverage. Louisiana Revised Statute 39-1229 imposes a
statutory requirement on the custodial bank to advertise and sell the pledged
securities within 10 days of being notified by the District that the fiscal agent bank
has failed to pay deposited funds upon demand.

At December 31, 2012, the District had a reconciled cash balance of $1,120,546,
with a bank balance of $1,138,396, all of which 1s covered by federal deposit
msurance These deposits are stated at cost, which approximates market Under
state law, these deposits (or the resulting bank balances) must be secured by federal
deposit insurance or the pledge of secunities owned by the fiscal agent bank These
securtties are held in the name of the pledging fiscal agent bank 1n a holding or
custodial bank that 1s mutually acceptable to both parties

Investments

At December 31, 2012, the Distnct’s investments of $9,362,459 consist of the
following secunties and are carried at fair value

Investment Type Fair Value % of Total

U.S. Treasury Notes $ 6,629,540 70 8%
Federal National Mortgage Association 1,893,156 202%
Federal Home Loan Mortgage Corporation 811,646 8 7%
JP Morgan Prime Money Market Fund 28,117 0.3%
Total $ 9,362,459 100 0%

Investments are 1n accordance with LRS 33 2955 (A)(1)(e) and are not required to be
covered by the pledge of secunties owned by the fiscal agent bank.

Credit nisk — The District mimimazes credit nsk, which 1s the risk due to the failure of
the secunty 1ssuer or backer by limiting investments to certain investments primanly
limited to.

a. direct United States Treasury obligations,
b bonds, debentures, notes or other evidence of indebtedness issued or guaranteed
by federal agencies, provided such obligations are backed by the full faith and
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credit of the Umted States of America or such other instruments that are federally
sponsored;

direct secunty repurchase agreements of any federal book entry only secunties
enumerated 1n paragraphs in (a) or (b) above,

time certificates of deposit of any bank domiciled or having a branch office n the
state of Louisiana, savings accounts or shares of savings and loan associations and
savings banks or share accounts and share certificate accounts of federally or
state-chartered credit unions 1ssuing time certificates of deposit;

mutual or trust fund institutions which are registered with the Secunties and
Exchange Commuisston under the Securities Act of 1933 and the Investment Act
of 1940, and which have underlying mvestments consisting solely of and limated
to secunties of the United States government or 1ts agencies. Investment of funds
in such mutual or trust fund institutions shall be limited to 25% of the momies
considered available for investment;

investment grade (A-1/P-1) commercial paper of domestic United States
corporations.

Concentration of credit risk — The investments shall be diversified by’

a.

e o

Limiting investments to avoid overconcentration in securities from a specific
1ssuer or business sector (excluding U S. Treasury securnties);

Limiting investment in secunties that have higher credit nisks;

Investing 1n securities with varying maturities,

Continuously investing a portion of the portfolio in readily available funds such as
money market funds or overmight repurchase agreements to ensure that
appropriate hquidity 1s maintained 1n order to meet ongoing obhigations

Interest rate risk — The Distnct manages its 1nterest rate risk, which 1s the risk that the
market value of securities wall fall due to changes in market interest rates, by
a. Structuring the mvestment portfolio so that secunties mature to meet cash

requirements for ongoing operations thereby avoiding the need to sell securities
on the open market prior to matunty;

Investing primanly in shorter-term secunties, money market mutual funds, or
similar investment pools and hmiting the average matunty of the portfolio
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Noted - Receivables

Accounts receivable of $44,114 at December 31, 2012, are comprnised of the

following
General  Enterprise
Fund Fund Total
Accrued Interest $ 39,091 § - ¥ 39,091
Accounts Receivable - 5,023 5,023
Totals 3 30,091 § 5,023 § 44,114

All of the General Fund’s $39,091 receivable s classified as current. The Enterprise
Fund’s aging of receivables 1s as follows: $3,216, current, $690 1s 31 to 60 days;
$577 15 61 to 90 days and $640 1s over 90 days.

30



HOSPITAL SERVICE DISTRICT NO. 1
OF OUACHITA PARISH

Notes to the Financial Statements
For the Year Ended December 31, 2012

Note 5 - Capital Assets

A summary of changes in capital assets for the year ended December 31, 2012 1s as
follows

Balance Balance
1/1/2012 Additions Retirements 12/31/2012

Governmental activities

Capital assets
Land $ 57,000 $ - 3 - § 57,000
Total governmental activities capital assets b3 57,000 § - 5 - 5 57,000

Business-type activihies
Capatal assets, not being depreciated

Land $ 980254 § - 3 - § 980,254
Constriction in progress - 709,844 - 709,844
Total capital assets not bemng depreciated 980,254 709,844 - 1,690,098
Capital assets being depreciated
Bwldings and improvements 2,900,684 100,839 30,350 2,971,173
Land improvements 631,108 2,685 - 633,793
Fitness equipment 337,828 12,454 - 350,282
Office equipment 98,309 6,661 - 104,970
Total capatal assets being depreciated 3,967,929 122,639 30,350 4,060,218
Less accurmuiated depreciation
Buildings and improvements 1,698,505 104,866 11,465 1,791,906
Land improvements 468,491 21,429 - 489,920
Fitness equipment 178,901 50,514 - 229,415
Office equipment 59,112 16,177 - 75,289
Total accumulated depreciation 2,405,009 192,986 11,465 2,586,530
Total capital assets being depreciated, net 1,562,920 (70,347) 18,885 1,473,688
Total busmess-type activities capital assets, net  $ 2,543,174 $ 639,497 $ 18,885 $ 3,163,786

Construction 1 progress 1s compnsed of an expansion of the Wellness Center expected
to be completed 1n 2013 At December 31, 2012, the District’s outstanding obligation
on this project was approximately $1.6 million.
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Living Well Foundation

The District requires a $30,000 reimbursement from the Foundation for certain
expenses of the District, in accordance with the terms of the Cooperative Endeavor
Agreement but voted to waive this requirement for 2012

Cooperative Endeavor Agreement-Ouachita Parish School Board

In 2010, the Distnct entered into a $500,000 multi-year cooperative endeavor
agreement with the Ouachita Parish School Board (the School Board) In
consideration of the payments to the School Board, the School Board agrees to
conducting a four-year program to ensure and enhance the School Board’s provision of
at least thirty minutes of structured physical activity and/or health nstruction each
school day to students who attend the elementary schools and to encourage maximum
participation by such students in such activity and instruction.

The first $100,000 was paid in 2010, $200,000 was paid 1 2011 and $150,000 was
paid 1n 2012. The remaining payment to be disbursed is $50,000 1n 2014.

Board Compensation

For the year ended December 31, 2012, there was no compensation paid to members of
the Board of Commissioners.

Interfund Transactions

At December 31, 2012, the General Fund owed the Proprietary Fund $1,313 for payroll
habihties which wall be reimbursed after year-end

The General Fund transferred $686,990 to the Propretary Fund for construction costs
related to the expansion of the Wellness Center.
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Schedule 1
HOSPITAL SERVICE DISTRICT NO. 1 OF OUACHITA PARISH
Governmental Fund - General Fund

Schedule of Revenues, Expenditures, and Changes
i Fund Balances - Budget and Actual

For the Year Ended December 31, 2012

(unaudited)
Variance with
Final Budget
Budgeted Amounts Positive
Oniginal Final Actual (Negative)
Budgetary fund balance at begimning of year $ 11,029,738 § 10,629,612 § 10,972,612 § 343,000
Resources
Use of money and property 230,000 51,602 74,825 23,223
Other income - 33 33 -
Amounts available for appropriations 11,259,738 10,681,247 11,047,470 366,223
Charges to appropriations
General government 325,000 269,344 265,062 4,282
Other financing sources {uses}
Transfers out 160,000 1,189,564 686,990 502,574
Budgetary fund balance at end of year $ 10,774,738 $§ 9222339 $ 10,095418 § 873,079
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OF OUACHITA PARISH

Notes to Budgetary Companson Schedule
For the Year Ended December 31, 2012

Budgetary Policies: A proposed budget for the ensuing year, prepared on the modified accrual
basis of accounting, is prepared annually by the Board of Commissioners. This budget is
prepared for planned activities 1n the upcoming year

Notice of the location and availability of the proposed budget for public inspection and the date
of the public hearing to be conducted on the budget are then advertised in the official journal of
the District Prior to or as a part of the selected December meeting, the District conducts a public
heaning on the proposed budget(s) 1n order to receive comments from the citizenry.

Changes are made to the proposed budget based on the public hearing and the desires of the
District as a whole The budget 1s then adopted during the Distnct's selected December meeting,
and a notice certifying completion of the required budgetary actions 1s published 1n the official
journal of the pansh.

Duning the year, the commissioners receive monthly financial statements that are used as a tool
to control District operations

State law requires the District to amend 1ts budgets when revenues plus projected revenues
within a fund are expected to fall short of budgeted revenues by five percent or more and when
expendatures and other uses of a fund are expected to exceed budgeted amounts by five percent
or more.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Board of Commissioners

Hospital Service District No. 1 of Ouachita Parish
West Monroe, Louisiana

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of the governmental activities, the business-type activities and each major fund of the
Hospital Service District No. 1 of Ouachita Parish (the District) as of and for the year ended
December 31, 2012, and the related notes to the financial statements, which collectively
comprise the District's basic financial statements and have issued our report thereon dated June
14, 2013. Our report includes an adverse opinion on the aggregate discretely presented
component unit of the District (Living Well Foundation) due to the omission of the discretely
presented component unit which is required by accounting principles generally accepted in the
United States of America as more fully described in our Independent Auditors’ Report as
presented on pages 1, 2 and 3. We issued an unmodified opinion on the governmental activities,
the business-type activities and each major fund of the District’s primary government.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the District's internal control over
financial reporting (internal control) to determine the audit procedures that are appropriate in
the circumstances for the purpose of expressing our opinions on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the District's internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness
of the District's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
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Hospital Service District No. 1 of Ouachita Parish
West Monroe, Louisiana

combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control over financial reporting was for the limited purpose
descnbed in the first paragraph of this section and was not designed to identify all deficiencies
in internal control over financial reporting that might be material weaknesses or significant
deficiencies. Given these limitations, during our audit we did not 1dentify any deficiencies in
internal control that we consider to be material weaknesses However, material weaknesses
may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Distnict’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances
of noncompliance or other matters that are required to be reported under Government Auditing
Standards.

We noted certain other matters that we reported to management of the District in a separate letter
dated June 14, 2013.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of intemal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the entity’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the entity’s
internal control and compliance. Accordingly, this communication is not suitable for any other

purpose

This report is intended solely for the information and use of management of the District, federal
awarding agencies and pass-through entities, and other entities granting funds to the District
and the Legislative Auditor for the State of Louisiana and is not intended to be and should not

be used by anyone other than these specified parties. However, under Louisiana Revised Statute
24:513, this report 1s distributed by the Legislative Auditor as a public document.

Kol Fofprors Ridate, § Sppine

(A Professional Accounting Corporation)

Juneld, 2013
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HOSPITAL SERVICE DISTRICT NO. 1
OF OUACHITA PARISH

Summary Status of Prior Year Findings
For the Year Ended December 31, 2012

The following is a summary of the status of findings included in Luffey, Huffman, Ragsdale &
Soignier (APAC) audit report dated May 18, 2012.

11-01 Intermal Controls - Accounting (First Reported in 2010)
Finding

Weaknesses 1n internal control existed duning 2011 such that the operations of controls did not
allow management or employees 1n the normal course of performing their assigned functions to
prevent, or detect and correct matenal misstatemnents on a timely basis.

Status

The ntemnal control weaknesses 1dentified in the 2011 audit were reviewed The internal

controls were strengthened m 2012 to address all items with the exception of invoice approvals
which 1s being addressed 1n 2013

11-02 Internal Controls - Personnel (First Reported in 2010)
Finding

We noted discrepancies in the management of personnel records and payroll procedures
Status

The discrepancies in the management of personnel records and payroll procedures identified 1n
the 2011 audit were reviewed Procedures were put in place 1n 2012 to ensure that management
of personnel records and payroll procedures agree

11-03 Donation of Public Funds
Finding

Article VII, Section 14 of the Lowsiana Constitution of 1974 states that “Except as otherwise
provided by this constitution, the funds, credit, property, or things of value of the state or of any
political subdivision shall not be loaned, pledged, or donated to or for any person, association, or
corporation, public or private.” Instances of noncompliance include allowing delinquent
members to continue using the facility beyond the period for which they had paid and providing
compensation to employees in excess of payroll
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HOSPITAL SERVICE DISTRICT NO. 1
OF QUACHITA PARISH

Summary Status of Prior Year Findings
For the Year Ended December 31, 2012
Status

Personnel were educated and will recetve ongoing education about laws concerning donation of
public funds Management strengthened controls 1n 2012 to address all items 1dentified

11-04 Local Government Budget Act
Finding

The Distnct failed to revise its budget when budgeted resources faiied to meet actual by more
than five percent (LA R.S.39 1311)

Status

Management will continue to amend the budget as necessary to comply with the state statute.
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John L Luffey, MBA, CPA (1863-2002)
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MANAGEMENT LETTER

Board of Commissioners
Hospital Service District No. 1 of Ouachita Parish
West Monroe, Louisiana

In planning and performing our audit of the financial statements of the Hospital Service
Distnct No 1 of Ouachita Panish (the Distnict) for the year ended December 31, 2012, we
considered 1its internal control structure in order to determine our auditing procedures for
purposes of expressing our opiuon on the financial statements and not to provide assurance
on the internal control structure or oveiall compliance with laws and regulations.

However, during our audit we became aware of certain matters that are opportunities for
strengthening ternal controls and the overall environment for compliance with laws and
regulations. This letter will summarize our comments and suggestions regarding those
matters This letter does not affect our report dated June 14, 2013 on the financial statements
of the Distnict

Documentation of Inveice Approval

Finding:

Management of the Distnict 1s charged with establishing and maintaining internal control and
to assess internal control for effectiveness in design and operation  Effective internal control
includes having all invoices reviewed and approved pnor to payment. While the Executive
Director and the Board Members are authorized to sign checks, and thus are aware of
payments being made, there 15 no documentation that invoices are approved for payment by
an appropriate level of management.

Recommendation:

[nvoices should be imtialed and dated to reflect that they were reviewed by an appropriate
level of management and are approved for payment

1100 North 18th Street Monroe, Louisiana 71201
Tel (318)387-2672 » Fax (318) 322-8866 * Website www afullservicecpafirm com
MEMBERS OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS




Hospital Service District No. 1
West Monroe, Louisiana
Management Letter

Page 2 of 2

Management’s Corrective Action Plan:

Management has corrected internal controls 1n 2013 and will mmtial and approve invorces to
reflect they have been reviewed by the appropnate level of management and approval for

payment.

Aoy oo Ko 3 S

{A Professional Accounting Corporation)

June 14, 2013



